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UNITED STATES

SECURITIES ,mu EXCHANGE COMMISSION

Washington, nc 20549

FORM m-Q

pp

[]

Quarterly Report Pursuant to Section 13 or l5(d) of the Securities Exchange Act of 1934

For the quarterly period ended June 30, 2010

or

'Transition Report Pursuant to Section l3 or 15(d) of the Securities Exchange Act of 1934

Commission File Number: 1-7784

Ce turyLin.k, I .
(Exact name ofregsuant as 84 in its charter)

Louisiana
(State or othprjmisdiaion of
incorporation or organization)

72-0651161
(I.R.S. Bmploya

ldemiification No.)

100 Centulylliluk Drive. MollI0°. Louisinna 71203
(Address of principal executive ofticu) (Zip Code)

Rsgisu'ant's telephone number, including area code: (3 l8)388-9000

Fanner name, 'if changed since last report: Cem\uryTel, Inc.

Indicate by check mark whether the registrant (1) has Elemi all reports required to be tiled by Section 13 or 15(d) of ax: Securities Exchange Act of
1934 during the preceding 12 months lg' for such shorter period that the registrant wins required to tile such reports), and (2) has been subsea to such tiling
requirements for the past 90 days. es [X] N o (  ]

Indicate by check mark whether the registrant has submitted eledronieally and posted on its corporate Web site, if any, every interactive Data File
required to be submitted Md posted pursuant to Rule 405 otIRegulation S-T during the preceding 12 months (or for such shornar period that the registrant
was required to submit Md pos; such Elem). Yes [X] No [  ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated Mer, a non-accelerated tile: or a smaller reporting
company. See definition of "large accelerated tiler", "accelerated filer" and "smaller reporting company" in Rule l2b-2 of the Exchange Act. (Check one):

Large accelerated 5lcr [X]
Smaller reporting company [ ]

Accclemted Eller [ ] Non-accclemted filer

[  1

Indicate by check mark Whether the registrant is a shell company (ab defined in Rule l2b-2 of the Exchange Act). Yes [ ] No [X]

As ofluly31, 2010, there were 301,445,975 shares ofcommon stock outstanding.
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PART ll. cmnén INFORMATION

Item 1. Leg=lpr0¢¢=dau~g»_

See Note 11 tithe Hnincial azawmann in¢\ua=ainrm1,n=m 1. ohhis upon.

Hem IA. Risk Factors.

Risk Faders

of the following rill could materially and advexuely aidE=ct om' business, filnandal condition, lesulb of vexations, liquidity 9: prospects. 'I`h
risks .s';'al1¢d below are not the only gialu fusing us. Plan be wm that additional risks and uneertaintios not cungntly known m us or that we currently
deenin to be immalerizd could do materially and ndvenély offed cur busixnesa operations.

m This wealmess may also cause our customers to reduce or terminate their receipt of service otfenngs from vs. Bcnancmie

Risks Related to Our Business

1tlwe continue to arperrience access line losses similar to the past several years, our revenues, eaminga and cash ills may be adversely irmrpacted

Our httdness generates s substantial portion omits revenues béireliveriung voice and data services over access limes. We have experienced
substantial access line losses over the past seven] years due to a num ofMctors, including increased competition and wireless and broadband
substitution. We expect to ocntinnae to eatpaienee access line losses in our markets for an unforeseen period of time. Our inability to retain access lines
could advenady impact our revenues, earnings aNd cash flaw from operations. .

Weakness in the economy and credit markets may adversely.allllect our future results of operations.

To date, we have not been materially impacted by recent weaknesses 'm the credit markets; however, these weaknesses may negatively impact our
o sons in the torture if overall borrowing rates increase. In addition, if the economy and edit markets continue to remain weak, it may impact our
a ' Ty to collect our receivables. '
wealmess could also negatively affect our vendors. We cannot predictwith certainty the impact to us ofsny further deterioration or weakness in the overall
economy and credit markets.

We face competition, which we expect lo intensify and which may reduce market share and lower piohts.

As 'a result of various technological, regulatory and other changes, the telecommunications industry has become increasingly competitive.. We face
competition from (i) wirelasggphone services, which is expected to increase as vlrirelesslp:.oviders continue to expand and improve their network
coverage and offer enhanced ce s ,  61 cable television operators, competitive local exe Ge carr iers ("CLECs")  and Voice-over- jlnternet Protocol

("VoiP'f) service providers and (iii) reset ere, sales agents and facilities-based providers that either use their own networks or lease parts of our
networks. Over he, we expect to face additional local exchange competition from electric utility and satellite communications providers,.municipalities
and altemstive networks or non-carrier systems designed to reduce demand for our switching or access services. The recent proliferation ofcompaniet
offeriNg integrated service offerings has intensitied competition in Internet, long distance an data services markets, and we expect that competition will
further intensify in thee markets.

Our competitive position could be weakened in the future by strategic alliances or consolidation within the communications industry or the
development of new technologies. Our ability to compete successfully will depend on how well we market our products and services and on our ability to
anticipate and respond to various competitive and nologicai factors affecting the industry, including changeSiu regulation (which may affect us
differently lim our competitors), changes in consumer preferences or demographics, and changes in the product offerings or pricing strategies four
competitors.

Some four current and potential competitors (i) offer s more comprehensive range of communications products and services, (ii) have market
. . capabilities and financial, personnel and other resources substantially greater than ours, (iii) own larger and

more diverse networks, (iv) conduct operations or mize capital at a lower cost than us, (v) are subject to less regulation, (vi) offer greater online content
presence, engineering, technical and marketing
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.services or (vii) have substantially stronger brand names. Consequently, dies competitors may be better equipped to charge lower prices for their products

swirly to new or emerging technologies and changes in customer requirements, and to devote greater resources tithe marketing and sale of their products
and services .

and services, to provide more attractive offerings, w develop and expand their communicationrand network infrastructures more quickly, to adapt more

27

Competition could adversely impact us in several ways, including (i) the loss of customers and market share, (ii) the possibility of customers
reducing their usage of our services or shitting to less profitable services, (iii) reduced tragic on our networks, (iv) our need to expend substantial time or
money on new capital improvement projects, (v) our need to lower prices or increase marketing expenses to remain competitive and (vi) our inability to
diversify by successtiilly offering new products or services.

Change in technology could harm us.

The communications industry is experiencing significant Ethnological changes, particularly in the areas of VoIP, data transmission and electronic
and wireless communications. The growing prevalence of electronic mail and similar digital communications continues to reduce demand for many of our
products and services. Other changes in technology could result in the development of additional products or services that compete with or displace those
offered by incumbent local exchange companies, or lLECs, or that enable current customers ho reduce or bypass use of our networks. Several large electric
utilities have announced plans to offer communications services that will compete with lI..ECs. Some of our competitors may enjoy network advantages
dint will enable them to provide services that have a greater market acceptance than ours. Technological change could also require us M expend capital or
other resources in excess of currently contanplatcd levels. We cannot predict with certainty which technological changes will provide the greatest threat to
om competitive position. We may not be able to obtain timely access to new technology on satisfactory terms or incorporate new technology into our
systems in a cost effective manner, or at all. lfwe cannot develop new products to keep pace with technological advances, or if such products are not
widely unbraced by our customers, we could be adversely impacted.

We cannot assure you that our diversification efforts will be successful.

The telephone industry has recently experienced a decline in access lines and intrastate minutes of use, which, coupled with the other changes
resulting from competitive, technological and regulatory developments, could materially adversely affect our core business and Mum prospects. As
explained elsewhere in greater detail in our Annual Report on Form l0-K for the year ended Decanber3 l, 2009, our access lines (excluding tire effect of
acquisitions) have decreased over the last several years, Md we expect this trend to continue.
due to reductions in intrastate minute: fuse
other optional calling services). We believe that our intrastate minutes ofuae will continue to decline, although the magnitude of such decrease la uncertain.
Likewise, similar reductions are occurring for interstate minutes fuse.

We have also earned less intrastate revenues in lucent years
(partially due to the displacement ofminutea fuse by wireless, electronic mail, text messaging, arbitrage and

Recently, we broadened our services and products by offering satellite television as part four bundled _product and service offerings. A: noted in
further detail below, our reliance on other companies and their networla to provide these services could constrain our flexibility and limit the profitability of

future. We anticipate that these new offerings will generate lower profit martins than many of our traditional services.
service offerings could be constrained by intellectual property rights held by others, or could subject us to the risk of infringement claims brought against us
by others. For these and other reasons, we cannot assure you that our recent or future diversification efforts will be mccesstirl.

Future deterioration in our financial performance could adversely impact our credit ratings, our cost of capital and our access to the capital markets.

these new offerings. We provide facilities-based digital video services to select markets and many initiate other new service or plodud offerings in the
Moreover, our new product or

We may not be able w continue to grow through acquisitions.

We have traditionally sought growth largely through acquisitions of properties similar to those currently operated by us, such as those that we
acquired lim Embark in 2009 and those that ac have agreed to acquire from Qwest.
the future be available for purchase on lents attractive to us, particularly if they are burdened by regulations, pricing plans or competitive pressures that are
new or different from those historically applicable to our incumbents;roperties.
additional financing on terms acceptable to us or to obtain timely Fe ra and state governmental approvals on terms acceptable to us, or atoll.

However, no assurance can be given that additional properties will in

Moreover, no assurance can be given that we will be able to an'ange

28

Our tiltune results will suffer if we do not effectively adjust to changes in our business.

The above-described changes in our industry have placed a higher premium on marketing, technological, engineering and provisioning skills.
acquisition of Embarq also change the composition of our markets and product mix. '
to acquire or strengthen skills necessary to address these changes, and, where necessary, to attract and retain new personnel that possess these skills.

Our
Our future success depends, in pan, on our ability to retrain our staff

Our future results will suffer if we do not effectively manage our expanded operations.

Following our pending acquisition of Qwest, we may continue to expand our operations through adrlitionad acquisitions, other strategic transactions,
and new product and service offerings, some of which could involve complex technical, engineering, and operational challenges. Our future success
depends, in part, upon our ability to manage our expansion opportunities. which pose substantial challenges for us to integrate new operations into our
existing business in an efficient and timely manner, to successfully monitor our operations, costs, regulatory compliance and service quality, and to maintain
other necessary internal controls. We cannot assure you that our expansion or acquisition opportunity * will be successful, or that we will realize our
expected operating efficiencies, cost savings, revenue enhancements, synergies or other bcnetits.

Our relationships with other communications companies are material to our operations and expose us to a number of risks.

We originate and terminate calls for long distance carriers and other interexchange carriers over our networks in exchange for access charges that
represent a significant portion of our revenues. If these cam'ers go bankrupt or experience substantial financial difficulties, our inability to timely collect
access charges from them could have a negative effect on our business and results of operations.

In arldition, certain of our operations carry a significant amount of voice and data traffic for larger communications companies. As these larger
communications companies consolidate or expand their networks, it is possible that they could transfer a significant portion of this traffic from our fiber
network to their networks, which could have a negative effect on our business and results of operations.

We rely on certain reseller and sales agency arrangements with other companies to provide some of the services that we sell to our customers. tfwe
fail to extend or renegotiate these arrangements as they expire from time to time or if these other companies fail to titltill their contractual obligations, we
may have difficulty Ending ahemative arrangements. In addition, as a reseller or sales agent, we do not control the availability, retail price, design, function,
quality, reliability, customer service or branding of these products and services, nor do we directly control all of the marketing and promotion of these
products and services. To the extent that these other companies make decisions that negatively impact our ability to market and sell our products and
services, our business plans and reputation could be negatively impacted.
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Network disruptions or system failures could adversely affect our operating resists and financial condition.

To be successful, we will need to continue providing our customers with a high capacity, reliable and secure network. Some of the risks to our
network and infrastructure include:

power losses or physical damage to our access lines, whether caused by fire, adverse weather conditions (including those described
lmmediatcly below), terrorism or otherwise

•

¢=lpl°i!¥ lixpihtianl

sohwue Md bu4wl.re defect or malhmnctinna

breamlmu ofséclniy, inaiuding we°\=s=» hmpaing, eumpumer viruae Md blank--im, and

other disnzptiona rM are beyond our control.

resources modifying network :ecuxity to lennediate wlnenbilitlcs. The ocamence of any

Disruptions or system failures may cause interruptions in service or reduced capacity for customers. If service la not restored 'm a timely manner,
agreements with our customers or service atandatds set by state regulatory commissions could obligate us to provide credits or other remedies. fretwork
security is breached, confidential information four customers or others could be lost or misappropriated, and we may be required to expend additional

' disruption or system failure may result in a loss ofbuainesa,
increase arpenses, damage our reputation, subsea us to additional regulatory scrutiny or expose us to civil litigation and possible financial losses, my of
which could have a material adverse effect on our results of operations Md fiuanoid condition.

We face hurricane and other natural disaster risks, which can disrupt our operations and cause us to incur substantial additional capital costs.

A substantial number of our access lines are located in Florida, Alahannrl, Louisiana, Texas, Noni: Carolina, Md South Carolina, and our operations
there are subject to the risks associated with severe tropical storms, hurricanes and tornadoes. including downs telephone lines, power-outages, darunaged
or destroyed property and equipment, and work interruptions.

Although we property and casualty insurance on ow plant (excluding our outside plant) and may under certain circumstances be able to
reek recovery of some additional com through increased rates, only a portion of our additional costs directly related to such hurricanes and natural disasters
have historically been recoverable. We cannot predict whether we will continue to be ask M obtain insurance for haaud-related damnagu or, if obtainable

' insurance will be adequate to cava our losses. In addition, we expect any insurance of this nature m be Subject to substantial
deductibles and to provide for premium adjustments based on claim. Any future hazard-related costs and work interruptions could adversely affect our
operations and our linaneial condition. . .

and earned, whether this '

Any t`ailnre or inadequacy of our information technology intfraatrncturc could harm our business.

The capacity. reliability and security of our information technologyhardwarc and rotlware inlicashnrcture (including our billing systems) are
lm rant to the operation of our current business. which would suffer in the event ofsystem failures. Likewise, our ability to expand Md update our
intimation technology infrastructure in response to our growth and changing needs is important to the continued implcrnentation of our newuxvicc
olfcring initiatives. Our inability to expand or upgrade our technology infrastructure could have odversc consequences, which could include the delayed
implementation of new service offerings, increased acqurs'ition integration costs, service or billing interruptions, and the diversion of development
resources.

We nay on a limited number of key suppliers and vendors w operate our business.

We depend on | limited number of suppliers and vendors for equipment and services relating to our network infrastnaeture. Our local exchange
carrier networks consist of censual office and remote sites, all with advanced digital switches. Some of the digital switches were manufactured by Nortel,
which is currently restructuring its operations and selling asset: under die bankruptcy laws of Canada, the United States and the United Kingdom. If ow of
these suppliers experience interruptions or other problems delivering or servicing these network components on A tinted*yBbasis, our get-ations could suffer
signilicantll. To die extent that proprietary technology of a supplier is an e component of our network, we may ve limited edibility to purchase
key network contpon ~~ ' in addition, we rely on a .
systems.

u from siternntlve suppliers. rited number of software vendors W support our business management
In the event it becomes necessary to seek alternative suppliers and vendors, we may be unable to obtain satisfactory replacement sump leg or

services on economical ly attractive terns, on s timely basis, or at al l ,  which co ul d increase costs or cause disruptions in our services.

We may not own or have n license m use all technology that may be necessary m expand our product offerings, either of which could adversely
affect our business and profitability.

Prom time lo time, we may need to obtain the right to use certain patents or other intellectual property from third parties to be able to offer new
products andserviccs. ltlwe cannot license or otherwise obtain rights to use any required technology from a third party on reasonable terms, our ability to
offer new IP-ba1sed product; :Ind services, including VoIP, or other new offerings may be restricted, made more costly or delayed. Our inability to
lm lament IP*-based or other new oEt'eringa on a cost-effective basis could impair our ability to successfully meet increasing competition from companies
oiiPering voice or integrated communications services. Our inability to deploy new technologies could also prevent us from successfully diversifying,
modifying or bundling our service offerings and result in accelerated loss of access lines and revenues or otherwise adversely affect our business and
profitability.

30

Portions of our property, plant and equipment are located on property owned by third parties.

Over the past raw years, certain utilities, cooperatives and municipalities in certain of the states in which we operate have requested significant rate
increases for attaching our plant to their facilities. To the extent that these entities are successful in increasing the amount we pay for these attachments, our
Nature operating costs will increase.

In addition, we rely on rights-of-way, co-location agreements and other authorizations granted by governmental bodies and other third parties to
locate our cable, conduit and other network equipment on their respective properties. if any of these authorizations terminate or lapse, our operations could
be adversely affected. .

We depend on key members of our senior management team.

Our success depends largely on the skills, experience and performance of a limited number of senior ofiieers. Competition for senior management
in our industry is intense and we may have difficulty retaining our current senior managers or attracting new ones in the event of terminations or
resignations.
below under the headings "- Risks Related to our Acquisition at' Embark on July 1, 2009" and

For a discussion of similar indention concerns relating to the Embarq merger and the pending Qwest merger, please see the risks descnlbed
"Risks Relating to Our Pending Acquisition ofQwesL"

l l | N llllll\lllll-\
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We could be affected by certain changes in labor matters.

A substantial number of our employees are members of various bargaining units represented by two different unions. From time m time, our labor
agreements with these unions lapse, and we typically negotiate the terms of new agreements. We cannot predict the outcome of these negotiations. We
may be unable to reach new agreements, and union emplo may engage in strikes, work slowdowns or other labor actions, which could materially
disrupt our ability to provide services. In addition, new la agreements may impose significant new costs on us, which could impair our financial

' Moreover, our post-employment benefit offerings cause us to incur Costa not fac by many four
compactors, which could ultimately hinder our competitive position.

Risks Relating to Our Pending Acquisition of Qwest . .

Our ability to complete the Qwest merger is subject to the receipt of consents and approvals from govemmcNt entities, which may impose
conditions that could have an adverse effect on us or could cause us to abandon the merger. .

We are unable to complete the merger until we receive approvd~ from the FCC and various state governmental entities. In deciding whether to
grunt some of these approvals, the relevant governmental entity will make a determination ofwhethcr, among other things, the merger is in die public
interest. Regulatory entities may impose certain requirements or obligations as conditions for their approval or in connection with their review.

The merger agreement ma erequirrs us to accept conditions from these regulators drat could adversely impact the combined company without us
having the right to refuse to close merger on die basis of those regulatory conditions. We can provide no assurance that we will obtain the necessary

conditions will not matesiadly adversely effect us following die merger. in addition, we can provide no assurance that dies

condltnon or 1csults of operations in the future.

approvals or the! any required
conditions will not result in the abandonment of the mega.

Fdlula m aomplda tll¢Qwutmerl91r could nwndvely impact ii.

lftbenne!9e\'ilnot¢u4mpId¢d.dl¢ll&0inlb\ldnaiell1nlybeldvuselyl&otadlndwewlllbsndiodblevuMIillu,includingimfollcwilnhz

haingnquind,\llmdnrceINInoixvummncel,bplynumlnaHunfaeof$350millkn;

Mangap»y¢=uinwasmlaunwm¢pl~¢p¢»¢an»»q=,nl¢muuganwuu1aing. ""°!'°illl"'*'°f»51il=l~l1lil1lfl\llII¢lIlili=llf°5l;lnd
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diverting the focus of management from pursuing other opportunities that could be beneficial to us,

'm each case, without realizing any of the benefits ofhaving the merger completed

The Qwest mergageem I t contains provisions that could discourage a potential acquire: of CenturyLink or could result in any proposal being at
a lower price than it might w i n  b e .

The merger agreement contains "no shop" provisions that; subject to limited exceptions, restrict our chili? to solicit, encourage, facilitate or dismiss
arty proposals to acquire all or a significant part of CenturyLink. in some circumstances on termination o the merger agreement, we may be

` d ucquiref that might
acquiring all or a significant part of CenturyLink from considering or proposing that acquisition, or might result in a potential acquire:

proposing to pay a lower price than it might otherwise have proposed to pay because of the added expense of the termination fee that may become payable
in certain circumstances.

dnixrd-p
required No pay a termination fee to Qwest. These and other provisions in the Qwest merger agreement could discourage a potents
have an interest in

revenues, earnings, cash flow: and expanses, regardless ofwhetha' the merger is completed.
experience uncertainty about their future rel =~

during the pendencypf the merge.

systems, technologies policies and procedures of Qwest with ours.

compliance. _ _ _
our control that could affect the total amount or the timing four integration expenses. Many of the expenses that will be incurred, by their nature, are

integration of our business with the business

The pendency of the Qwest merger could adversely affect our Business and operations.

In connection with the pending Qwest merger, some four customers or vendors may delay.or defer decisions, which could negatively impact our
Similarly, our current and prospective employees may

with the combined company following die merger, which may materially adversely affect our ability w
attract and retain key personnel In addition, due to °t"=""f covenants in the merger agreement, we rusty be unable,
during the pendency of the merger, to pursue strategic transactions, undertake significant capita projects, undertake certain significant financing
transactions and otherwise pursue other actions that are not in the ordinary course ofhrnsiness, even if such actions would prove beneticiai.

We expect to incur substantial expenses related to the Qwest merger.

We expect to incur substantial expenses in connection with completing the Qwest merger and integrating Qwest's business, operations, networks,
Theme are a large number of systems that must be integrated, including billing,

management infonnatron, purchasing, accounting and finance, sales, payroll and benefits, fixed asset, lease administration and regulatory
While we have assumed that s certain level oftransaction and integration expenses would be incurred, there are a number of factors beyond

difficult to estimate accurately at the present time. Moreover,_we expect to commence these integration initiatives before we have completed e similar
.ofEmbarq, acquired in 2009, which could cause both of these integration initiatives to be delayed or rendered

more costly or disruptive than would otherwise be the case. Due to these factors, the transaction and integration expenses associated with the Qwest merger
could, particularly in the near rems, exceed the savings that we expect to achieve from the elimination of duplicative expenses and the realization of
economies of sea e and cost savings related to the integration of the businesses following the completion of the merger. As a result of these expenses, we

although the aggregate amount and timing of such charges are uncertain at present.

Following the Qwest merger, the combined company may be unable to integrate successfully our business and Qwest's business and realize the
anticipated benefits of the merger. .

The Qwest merger involves the combination of two companies which currently <;gg"=*= as independent public companies. The combined company
will be required to devote significant management attention and resources to integrating business practices and operations of CeaturyLink and Qwest.
We may encounter diffiarlties in the integration process, including the following:

expect to take charges against our earnings before and after the completion of the merger. The charges taken after the merger are expected to be significant,

the inability to successlimlly combine our business and Qwest's business in a manner that pennies the combined company to achieve the cost
savings and operatingsynergies anticipated to fault firm the merger, which would result in the anticipated benefits of the merger not being
realized partly or wholly in the time frame currently anticipated or at all;

lost sales and customers as a result ofcertain customers of either nfrhe two companies decid.ing not to do business with the combined
company; .

32
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management, the disruption of the combined company's ongoing busings or inconsistencies in the combined company's products, scwiccs, standards,

markets only since mid-2009. Qwest's markets include Phoenix, Arizona, Denver, Colorado, Minneapolis ..-. St. Paul, Minnesota, Seattle, Washington,
Salt Lake City, Utah, and Portland, Oregon.

can successfully be applied w larger markets, we can not assure you of this.

the complexities associated with managing the combined businesses out of several different locations and integratinirersonnel from the two
companies, while at the same time attempting to provide consistent, high quality products and services under a unity culture;

the additional complexities of combining two companies with different histories, regulatory restrictions, markets and customer bases, and
initiating this process before we have fully completed the integration four operations wt those ofEmbarq;

the failure to retain key employees ofeither of the two companies;

potential unknown liabilities and unforeseen increased expenses or regulatory conditions associated with the merger; and

performance shortfalls at one or both of the two companies as a result of the diversion of management's attention: caused by completing the
merger and integrating the companies' operations.

For all these reasons, you should be aware that it is possible that the integration process could result in the distraction of the combined company's

controls, procedures and policies, any of which could adversely affect our ability to maintain relationships with customers, vendors and employees or to
achieve the anticipated benefits of the merger, or could otherwise adversely affect our business and financial results. .

The Qwest merger will change the profile of our local exchange markets to include more large urban areas, with which we have limited operating
experience.

Prior to the Ernbarq acquisition, we provided local exchange telephone services to predominantly corral areas and small to mid-size cities. Although
Embarq's local exchange markets include Las Vegas, Nevada and suburbs of Orlando and several other large U.S. cities, we have operated these more dense

Compared to our leggy markets, these urban markets, on average, are substantially denser and have
experienced greater access line losses in recent years. While we sieve our ~trategies and vnefvtilj models developed serving rural and smaller markets

Our business, finance performance and prospects could be handed if our
current strategies or operating models cannot be successfully applied to larger markets foilowmg the merger, or are required to be changed or abandoned to
adjust to differences in these larger markets,

Following the Qwest rnerga, we may be unable to retain key employees.

Our success after the rnergu' will depend in upon our ability to retain key west and CenturyLink employees.
either before or after the merger because of issues re ng to the uncertainty and difticu to of integration or a desire not to remain with us following the
merger.
past.

Key employees may depart
as '

Accordingly, no assurance can be given that we will be able to retain key employees to the same extent that we or Qwest have been able to in the

F-lollow'mg the Qwest merger, we may need to conduct branding or rebinding initiatives that are likely to involve substantial costs and may not be
favorably received by customers.

We plan to consult with Qwest about how and under what brand names m market the various legacy communications services ofCen I.ink and
Qwest. Prior to the merger, each opus will each continue to market our inspective products and services usinthc "CenturyLink" and "Qwest" brand names
and logos. Following the merger, we may discontinue use of either or both of the "Camp-yLink" or "Qwest" rand names and logos 'm some or dl of the

As a result, we expect to incur substnntiad8£itd and other costs in rebinding the combined company'a products and
services in those markets that previously used a ditltlerent name, and may incur stantial write-offs associated with the discontinued use of a brand
name. The failure of any of these initiatives could adversely affect our ability to attract and retain customers alter the merger, vaulting in reduced revenues.

markets of the combined company.

33

Any adverse outcome of the KPNQwest litigation or other material litigation of Qwest of CenturyLink could have a material adverse impact on cur
financial condition and operating results following the Qwest merger.

As described in further detail in Qwest's reports filed with the SEC, the pending KpnQwest litigation presents material and significant risks to
Qwest, and, following the merger, to the combined company. in the aggregate, the plaintiffs in these matters have sought billions of dollars in damages.

There are other material proceedings pending against Qwest and CenturyLink, as described in their respective reports tiled with the
SEC. Depending on their outcome, any of these matters could have a material adverse effect on the financial position or operating results of Qwest,
CenturyLink Vt. following the merger, the combined company. We can give you no assurances as to the impact of these matters on our operating results or
tinancid condition.

Counterpanics to certain significant agreements with Qwest may exercise contractual rights to terminate such agreements following the Qwest
merger.

Qwest is a party to certain agreements that give the counterparty a right to terminate the agreement following a "change in control" of
Qwest. Under most men agreements, the Qwest merger will constitute a change in control of Qwest and therefore the counterparty may terminate the
agreement upon the closing of the merger. Qwest has agreements subject to such termination provisions with significant customers, major suppliers and
providers ofservices when Qwest has acted as reseller or sales agent. in addition, certain Qwest customer contracts, including those witll state or fedeull
government agencies, allow the customer to terminate the contract at any time for convenience, which would allow the customer to terminate its contract
before, at or otter the closing of the merger.
agreement not to terminate.
adverse effect, or that any modifications of such agreements to avoid termination will not result in a material adverse effect.

Any such counterparty may reciuest modifications of their respective agreements as a condition to their
There is no assurance that such agreements wit not he terminated, that any such terminations will not result in a material

We may be unable to obtain security clearances necessary to perform certain Qwest government contracts,

Certain Qwest legal entities and forcers have security clearances required for Qwest's performance of customer contracts with various govemmenr
entities. Following the merger, it may be necessary for us co obtain comparable security clearances. If we or our officers are unable to quality for such
security clearances, we may not be able to continue to perfoml such contracts.

We cannot assure you whether, when or in what amounts we will be able to use Qwest's net operating losses following the Qwest merger.

As ofltme 30, 2010, Qwest had $5.2 billion of net operating losses, or NOLs, which for federal income tax purposes can be used to offset future
taxable income, subject to certain limitations under Section 382 of the Code and related regulations. Our ability to use these NOl..s following the Qwest
merger may be further limited by Section 382 if Qwest is deemed to undergo an ownership change as a result of the merger or we are deemed to undergo an
ownership change following the merger, either of which could potentially restrict use of a material portion of the NOLs. Determining the limitations under
Section 382 is technical and highly complex. Although both companies, based on their review to date, currently believe that Qwest will not undergo an

mol
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ownership change as a result of the merger, neither company has definitively completed the analysis necessary to confirm this. Even if it is ultimately
determined that Qwest did not undergo an ownership change, utilization of the NOLs will be subject to the separate return limitation rules and will he
restricted to application against the taxable income generated by the
(including certain transactions outside of our control) could result in an ownership change under Section 382. For these and other reasons, we cannot assure
you that we will be able to use the NOLs aRes the merger in the amounts we project. .

Qwest group. Moreover, issuances or sales four stock following the merger

The pending Qwest merger raises other risks.

For information on other risks raised? the pending Qwest merger, please see (i) the risks described below under the heading "- Other Risks" and
(ii) the joint proxy statement - prospectus tile by us with the SEC on July 19, 2010.
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Risks Related to our Acquisition of Embarq on July 1, 2009

We have not yet fully integrated Embarq'a operations into our operations, which involves several risks.

We continue to incur substantial expenses in connection with integrating the business, operations, networks, systems, technologies, policies and
procedures of Embark with ours, which will likely result 'm us continuing to take significant charges against °='"i"q= in future quarters. We cannot assure
you that we will be able to successfully integrate our legacy business with Embarq's business, or that we will be ab e to retain key employees affected by
the Embark merger. For more information on these risks, place see (i) the risk factors included in Item lA of our Annual Report on Form I0-K for the
year ended Decembers l , 2009 and (ii) the risks described above under the heading "- Risks Relating ro Our Pending Acquisition of Qwest" that discuss the
costs and uncertainties associated with integrating Qwest's operations into ours.

in connection with completing the Embarq merger, we launched branding initiatives that may not be favorably received by customers.

Upon completion of the merger, we changed our brand name to Centurylsink. We have incured substantial capital and opiating costs in
re-branding our products and services. There is no assurance that we will be able to achieve name recognition or status under our new brand that is
comparable to the recognition and status previously enjoyed. The failure of thea initiatives could adversely affect our ability to attract and retain customers
tier the merger, resulting in reduced revenues.

In connection with approving tire Enabarq merger, the Federal Communications Commission has imposed conditions that could increase our future
capital costs and limit our operating flexibility.

In connection with approving the Bmbarq merger, the FCC issued a publicly-available order that imposed a comprehensive ser of conditions on our
operations over periods ranging from one to three years following die closing date. Among other things, these conditions commit us (i) to make broadband
service available to all four residential and single line business customers within three years of tire closing, (ii) to meet various targets regarding the speed
four broadband services, and (iii) to enhance the wholesale service levels in our legacy markets to match the service levels in Embarq_'a

markets. Although most of these commitments largely correspond to our business strategies, they could increase our overall torture cafprtal or operating costs
or limit our flexibility to deploy capital in response to changing market conditions. Moreover, iffier any re8sol1 we fail to meet any o these commitments,
the FCC could assess penalties or ones or impose additional orders regulating our operations.

In connection with completing the Embark merger, we assumed various contingent liabilities and a sizable underfunded pension plan of Embark,
which could negatively impact our fixture financial position or performance.

Upon consummating the merger, Embark became our wholly-owned subsidiary and remains responsible for all of its pre-closing contingent
liabilities, including Ernbarq's previously-disclosd risks arising under its tax sharing agreement with Sprint Nextel Corporation, its retiree benefit
litigation, and various environmental claims.
as of December 31, 2009 was in an underfundedisosiuon.

' A ditional information regarding these risks is available in (i) Items 3 and 8 of our Annual Report on Fomr

Embark also remains responsible for benefits under its exit ~ting qualified defined benefit pension plan, which
' lfany of these matters give rise to material liabilities, our consolidated operating results or

financial position will be negatively affected.
10-K for the year ended December 31, 2009 and (ii) the periodic reports filed by Embark with the SBC through the date of the merger.

Risks Related to Our Regulatory Environment

Our revenues could be materially reduced or our experts »~ materially increased by changes in state or federal regulations.

The majority of our revenues are substantially dependent upon regulations which, if changed, could result in material revenue reductions. Laws and
regulations applicable ro us and our competitors have been and are likely to continue to be subject to ongoing changes and court challenges, which could
also atTect our financial performance.

Risk of loss or reduction of network access charge revenuer or support fund payments. A significant portion of our revenues is derived from access
charge revenues that are paid to us by long distance carriers based largely on rates set by federal and state regulatory bodies. interexchange carriers have
filed complaints in several of our operating states requesting lower intrastate access rates. Several state public service commissions are investigating
intrastate access rates arid the ultimate outcome and impact of such investigations are uncertain.
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The FCC regulates tariffs for interstate access and subscriber line charges, both of which are components four revenue. The FCC has been
considering comprehensive reform of its intcrcarrier compensation mies for several years, including proposals included in its recently-released National
Broadband Plan that, as proposed, are likely to reduce network access payments. Any reform eventually adopted by the FCC will likely involve significant
changes in the access charge system and could potentially result in a significant decrease or elimination of access charges altogether. In addition, we could
be harmed if carriers that use our access services become financially distressed or bypass our networks, either due to changes in regulation or other
factors. Furthermore, access charges currently paid to us could he diverted to competitors who enter our markets or expand their operations, either due to
changes in regulation or otherwise.

The FCC has been evaluating potential changes no laecial access rates and regulation for several years. This issue could also be impacted by the
outcome of the National Broadband Plan. Since a substanti portion of our access revenues is derived from special access, we could be harmed if adverse
special access regulation is adopted by the FCC.

The FCC and Congress may take actions that would impact our access to video programminand pricing, which could impact our ability to
continue to expand our video business and impact our competitive position in our existing video mar its.

We receive revenues from the federal Universal Service Fund ("USF"), and, to a lesser extent, intrastate support funds. These governmental
programs are reviewed and amended from time to time, and we cannot provide assurance that they will not be changed or impacted in a manner adverse to
us. For several years, the FCC and the federal-state joint board considered comprehensive refomls of the federal USF contribution and distribution
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rules. m its current
font .
per loop factor usedto determine payments to program h M&h o 4  t h e
number ofcligible telecommunications carriers receiving support payments from this program
with.orl1er factors, has plnwd additional financial pressure on the amount of money that is available to provide support payments to all eligible recipients,
including us.

During this period, various parties have objected no the size of the USF or questioned the continued need to maintain the program `
Over the past few yearn, high cost support fund payments to our operating subsidiaries have decreased due to increases in the nationwide average cost

participants, as well as declines in the overall size of the high cost support hand. `
has increased substantially in reocnl years.. which, coupled

The FCC's National Broadband Plan released on March 16, 2010 seeks comprehensive changes in federal communication: nguluions and
pm ams that could. among other things, result in lower USF and access revenues for several of our local exchange companies. At Thu stage, we cannot
pre8 ct the udtinnate outcome of this plan or provide any assurances that its implementation will not have a material adverse eB'ect on our business, operating
results or tlnantrial condition .

. Risks posed by state regulations. We are alsolsubject to the authority of state regulatorypommissirms which have the power to regulate inaasrate

of return" regulation for intrastate purposes remain subject to the powers of state regulatory commissions to conduct earnings reviews and reduce our
° Our ILECs governedby alternative rewatory plans could also under certain circumstances be ordered to reduce mea or could expcrfencc rate

Our business could also be materially adversely affected by the adoption ofncw lawn, policies
in particular, we cannot assure you Tim we will succeed in obtsinin

rates and services, includinglocal, m-state long-distance and network access services. The limited rumba of our lLECs that continue to be subjsq to "rate

service rates.
reductions following the lapse ofplams currently in effect..
and regulations or =i-its to existing state regulations. . g N maintaining all requisite
state regulatory approvals for our operations without the imposition ofadverse conditions on our business that impose additional costs a limit our revenues.

compliance. Regulations continue w create significant compliance com for us. Challénga to cur tariffs by

Our business also may be impacted by
legislation and regulation imposing new or greater obligations related to regulations or laws related to bolstering homeland sccuzrity, increasin disaster
recovery requirements, minimizing environmental impacts, enhancing privacy, or ' including e
Communications Assistance for Law EnforcemeNt Actéwhich requires communications carriers to ensure Ilia! their equipment, facilities, and services are
able to facilitate authorized electronic surveillance), nm laws governing local mnnba portability and customer proprietary network information
requirements. We expect our compliance costs to increase if future laws orregulations continue to increase our ob `gations to assist other governmental
agencies.

Risks posed by cost: of regulatory
regulators or third parties or delays in obtaining certifications and regulatory approvals could cause us to 'moor substantial legal and administrative expenses,
and, ifauccesshal, sud: challenges could adversely affect the rates that we are a la tn charge our customers.

addressing other issues that impact our business,
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Regul1mrychnisgu°m8\ecnmlnunicl1icnlinéIutryeaaddldvulelyIEedourhWnellbyhellihHnggutueampeddnnqnixmus.
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pdedsmlimlind Cungxu|°m2009 andlhnhove-d¢|a1'bed adam!BmldblmdPllnannnalnce8lnelrly20lOmlyldvulely ill. Wecanmnt
pladid&ecutnomeofthesedarvelcpmmmh,nnrnnwellane&lttllunhlngawillnothnvcunnniearlnlldvalaeflt¢mmo¢alu' y.

We us luHou to lips&alllt ugulzticnls that limit our flexibility.

jpaiml

As rediversitied full service ILE,we have traditionally been subject to significant regulation that does not apply to many of our competitors. For
instance, unlike marry of our competitors, we are subject to federal mandates to share facilities, tile and justify tariffs, maintain certain account: and tile
reports, and state requirements the! obligate us to maintain service standards and limit our ability to change tariffs in n timely manner. This regulation
imposes substantial compliance Costa on us and restricts our ability no change rates, to compete and to respond rapidly w changing industry
conditions. Although newer alternative forma of regulation permit us greater freedoms in seven! states in which we operate, they nonetheless typically
impose caps on the rates that we can charge our customers. disparities between us and our
competitors could impede our ability to compete.
our ability to respond to new regulations. Moreover, changes in my laws, regulations or policies could increase our tax rate, particularly ifstnte regulators
continue to sau-ch,t'or additional revenue sources to address budget shortfalls. We are unable to predict the future actions of the various regulatory bodies
that govern us, but such actions could materially affect our business.

We are subject to franchising rcquuirements that could impede our expansion opportunities.

As hasineashecuma ' ' ' i i
l nd fllullm ulicetivel Anne moeminly and ixmeds

WennlybenquildhnobhinMmmlluidpllluillolilielopuilingilnehilellDinlllllc\' fucililiel.
ul bpuylilnnhilefeea.
television and wireless bmldhand businesses.
lervic l l .

Some oftbcse franchises may require
These franchising requirements generally apply to our fiber transport and CLEC operations, and to our emerging switched digital

These requirements could delay us `m expanding our operations or increase the costs of providing these

We will be etposed to risks arising out of recent legislation affecting U.S. public companies, including risks relating to evaluations of controls
required by Section 404 of the Sarbanes-Ourlcy Act.

Changing laws, regulations and standards relating to corporate governance and public disclosure, including the Sarbanes-Oxley Act and the
Dodd-Fnnk Wall Street Refcnn and Consumer Promotion Act, and related negulationa implemented by the SEC, the New York Stock Bxeluange and the
Public Company Accounting Oversight Board, are 'increasing legal and financial compliance costs and making some activities more time consuming. Any
fixture failure to successfully or timely complete annual assessments of our internal controls require by Section 404 of the Sarbanes-Oxley Aar could
subject us to sanctions or investigation by regulatory authorities.
and could cause our stock price to t'alL If we fail to maintain etTectrve controls and procedures, we may be unable to provide financial information in a
timely and reliable manner, which could in certain instances limit our ability to borrow or raise capital.

For a more thorough discussion of the regulatory issues that may affect our business, see Item l four Annual Report on Form 10-K for the year
ended December 31, 2009.

Any such action could adversely affect our financial results or investors' ccnEdenoe in us,
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Other Risks

to changing market, industry or economic conditions, (ii) limiting our ability to acc _ _ _
' (iii) limiting the amount of free cash flow available for future operations, acquisitions, dividends, stock repurchases or odder uses,

We have a substantial amount of indebtedness and may need to incur more in the Nature.

We have a substantial amount of indebtedness, which could have material adverse consequences for us, including (i) hindering our ability to adjust
ass the capital markets to refinance maturing debt or to fund acquisitions

or emerging businesses,
(iv) making us more vulnerable to economic or industry downturns, including interest Me increases, and (v) placing us at a competitive disadvantage to
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Moreover, to respond to com titive challenges, we may be required ro mize substantial additional capital to Finance new induct or service
Our ability to arrange additional in will depend on, ainong other factors, our financial position an performance, as we l as prevailing

We cannot assure you that we will be able to obtain additional financing on terms acceptable to us

obligations under theseplans or a signitiant decrease in the value of plan assets. With respect to the qualified pension plans,
us Io conhrihfune a material amount of cash to mc plans or could accelerate the timing ofanry required cash paynnenls. The process of calculating bcneEt
obligations is complex. '

those of our competitors that have less indebtedness.. .

As a result of assuming Qwest's indebtedness in connection with the pending Qwest merger, we will become more leveraged. This could reduce
our credit ratings and thereby mize our borrowing costs. .

in connection with executing our business strategies following the Qwest merger, we expect to continue to evaluate the possibility of acquiring
additional communications asses and making strategic investments, and we may elect ro Enancc future acquisitions by incurring additional
indebtedness. e
offerings.
market conditions and other factors beyond our control.
or at all. If we are able to obtain additional .Glancing, our credit ratings could be adversely affected, which could further raise our borrowing costs and
further limit our fume access to capital and our ability to satisfy our debt obligations,

Adverse changes in the value of assets or obligations associated with our employee benefit plans could negatively impact our Financial results or
financial position. .

We maintain one or more qualified pension plans, non-qualitied pension plans and post~retirement benefit plans, several of which are currently
lmderfunded. Adverse changes in interest rates or market conditions, among other assumptions and factors, could cause a significant increase 'm the benefit

adverse changes could require

The amount of required contributions to these plans in future years will depend on earnings on investments, prevailing discount
rates, changes in the plans and funding laws and neguldions. Any future material cash contributions could have a negative impact on our financial results or
financial position.

We have a significant amount of goodwill on our balance sheet. four goodwill becomes impaired, we may be required to record a significant
charge to earnings and reduce our stockholders' equity.

Under generally accepted accounting
frequently whenever events orcircumstances indicate Mat its carrying value may not be recoverable. .
future, we may be required to record a significant, non-cash charge to earnings during the period in which the impairment is determined

'pleqguoclwillhnotmnmnliizundbutIlndudlllivievvellfor' p-i====»~= nnallll l l l l l
~:... i lfallguodvdllhlkt":1;nh:dt¢b0ilnpliludinlln

We cannot assume you that we will be able to continue paying dividends at the current rate.

We plan m continue our current dividend practices. However, you should be aware that these practices are subject to change for masons that may
include we of the following factors:

we may not have enough cash to pay such dividends due m changes 'm our cash requilemenb, capital spending plans, cash flow or financial
position;

decisions on whether, when and in which amounts to make any future distributions will remain at all times entirely at the discretion of our
board of directors, which reserves the right to change our dividend practices at any time aNd for any reason;

the effects of regulatory reform, including arty changes to intcrcarricr compensation, Universal Service Fund or special access rules;

38

our desire to maintain orirnprove the credit ratings on our senior debt;

the amount of dividends that we may distribute w our shareholders is subject to restrictions under Lout Dana law and is limited by restricted
payment and leverage covenants in our credit facilities and, potentially, the terms of any future indebtedness that we may incur; and

the amount of dividends that our subsidiaries may distribute to Centurlsink is subject to restrictions imposed by stare law, restrictions that
have been or may be imposed by state regulators 'ii connection with o faining necessary approvals for the Embark merger and pending Qwest
merger, and restrictions imposed by the terms of credit facilities applicable to certain subs `aries and, potentially, the terms of any future
indebtedness that these subsidiaries may incur.

our Board of Directors is free to change or suspend our dividend practices at any mc. Our common shareholders should be aware that they have
no contractual or other legal right to dividends. .

Mecash flow.

Our current dividend practices could limit our ability to pursue growth opportunities.

The current practice of our Board at' Dkectots to pay an annual $2.90 per common Share dividend reflects an intention to distribute to our
shareholders a substantial portion of our As a result, we may not retain a sufficient amount of cash to finance a material expansion four
busings in the fugue. in addition, our ability to pursue any material expansion of our business, through acquisitions or increased capital spending, will
depend more than it otherwise would on our ability to obtain third party financing. We cannot assure you that such financing will be available to us at all, or
at an acceptable cost. .

As a holding company, we rely on payments tim our operating companies to meet our obligations.

As a holding company, substantially all of our income and operating cash flow is dependent upon the earnings of our subsidiaries and the

Our subsidiaries are separate and distinct
es, to make any finds available

y dividends, loans or other payments. Certain of our subsidiaries may be restricted under loan agreements or
Moreover, our rights to

receive assets of any subsidiary upon its liquidation or reorganization will be effectively subordinated to the claims of creditors of that subsidiary, including
trade creditors. The notes to our consolidated financial statements included in our Annual Report on Form 10-K for the year ended December 31, 2009
describe these matters in additional detail. .

distn'bution of those earnings to, or upon loans or other payments of fords by those subsidiaries to, us. As a result, we rely upon our subsidiaries to generate
the limas necessary to meet our obligations, including the payment of amounts owed under our long-tenn debt. '
legal entities and have no obligation to ay any amounts owed by us or, subject to limited exceptions for tax-sharing pulps
to us to repay our obligations, whether E '
regulatory orders from transferring funds to us, including certain restrictions on the amount of dividends that may be paid to us.

Changes in the tax rate on dividends could reduce demand for our stock.

The current maximum ~U.S. lax rate of l5% on qualified dividends is scheduled to rise to a maximum rake of39.6% on January l, 2011 if Congress
does not otherwise act. An increase in the U.S. tax rate on dividends could reduce demand for our stock, which could potentially depress its trading price.



4 1

DOD/FEA Exhibit 3 p. 11

addition( I number of other provisions m our agreements and organizational documents and various provisions of applicable law may delay, deller or prevent
| Mya takeover of Cen1uryLink unless the takeover is approval by our Board ofDirecton.
premium.

Ow agreements and organizational documents and applicable law.could limit another party's ability to acquire up.

Our articles of incorporation provide for a classified board of directors, which limits do ability of an insurgent to rapid replace the board. In

This could deprive our shareholders of any related takeover

We fund other risks.

The list frisks above is not exhaustive, and you should be aware that we face various other risks discussed inthis or other reports, proxy
statements or documents filed by us or Embark with the SEC.
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